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FISCAL YEAR ENDED 
SO TES 59 Gil ae Ng LO ocala tee NL 


1966 


$33,687,000 


1,552,000 
18,067,000 
9,179,000 
5,980,000 


480,000 
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Metres mT Rei PRODUCTS PUM Te D 


To Our Shareholders: Nasi et 
Continuing strength in the transportation industry and the acquisition of another subsidiary have re- 
sulted in our sales for the 1966 fiscal year attaining an all time high of $33,700,000. 


Net profit, essentially from operations, and after providing $480,000 for depreciation, was $1,552,000 
or 85¢ per share, based on the average number of shares outstanding during the year, as compared 
‘to $1,310,000 or 731/2¢ per share last year restated for comparative purposes. 


In April, 1966, our shares were subdivided on a two-for-one basis, bringing the total outstanding 
to 1,783,200. On this basis we increased our quarterly dividend from 71/2¢ in August, 1965, to 91/¢ 
in November, 1965, to 11¢ in May, 1966. 


In June a successful rights issue to our shareholders was fully subscribed and raised a total of 
$5,001,000 for partial financing of our new frame facility. This increased our total outstanding shares 
8022016233. 


Our Aftermarket Division contributed 33% of our earnings from operations this past year. All seg- 
ments of this Divisionw W868 profitable with the exception “OF. our. “new “subsidiary, Nasco Industries 
Ltd., which, on sales of $2,500,000 at consolidation, recorded a ‘small loss. We believe the extensive 
program of updating both facilities and processes, coupled-with.a-reduction’in administrative costs, 
will put this operation on a profitable basis. 


We spent $2,154,000 during the past year to improve our facilities and provide increased capacity in 
both the Forge and Drive Line Divisions. The erection of our new frame plant is ahead of schedule 
and by July 31st, 1966, we had expended $3,247,000 on building and equipment contracts. 


In the coming year, we have authorized an additional $1,250,000 for our Forge and Drive Line 
Divisions, and a further $7,750,000 will be spent on our frame plant program. The balance of the 
funds required to complete this expansion will be derived from a short term debenture which has 
been arranged. 


Since the inception of the Automotive Free Trade Agreement, we have pursued our firmly stated 
marketing policy to divest ourselves of unrelated products, and to concentrate our efforts on those 
proprietary products which we believed would enjoy acceptance in a North American market. In 
addition, we have continued our drive to increase both the scope and the penetration of our after- 
market service operations. 


Success in recruiting, training, and promoting our people, a productive Research and Development 
Department, and the co-ordinating of our expanded manufacturing facilities and product lines with 
our parent, Dana Corporation, will allow Hayes to supply the increasing requirements of our 
Customers and should result in another satisfactory year. 


R 24M 


R. C. McPHERSON . B. MITCHELL 
Chairman of the Board Se 


Respectfully submitted 
On behalf of the Board of Directors 


RESEARCH 
AND 
DEVELOPMENT 


During the past year, our Research and Development De- 
partment made excellent progress in their long range 
program to both develop a complete power drive train for 
the agricultural industry and to integrate this product line 
with our Danish associate for sale in the European market. 


Their progress was aided by the completion of our planned 
move of this department to new and more efficient 
quarters, physically separating its operation from our 
quality and reliability section. The new building will permit 
the addition of larger and more sophisticated equipment, 
enabling our engineers to develop, test and evaluate the 
full range of our drive train components. 


With our agricultural products now being sold on a North 
American basis, we have carefully coordinated our future 
program with that of our parent, Dana Corporation. Both 
Hayes and Dana are aggressively stressing advanced pro- 
duct design, with research and development programs at 
both corporate and divisional facilities. 


RESEARCH 
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DEVELOPMENT 
LABORATORY 


MARKETING 


The North American automobile and truck market 
again improved during the 1966 model year, showing 

an overall increase of 5% over the previous year. 
During this same period, total sales of Hayes pro- 
ducts to the industry showed a 25% increase. 

This improvement in sales was primarily due toa. 
greater penetration of the origin mt market i 
b proprietary products” Th the-autometive”™ 
aftermarket, our B-W-H operation enjoyed a modest , 
improvement in sales, and the acquisition of Nasco | 
Products Limited increased the proportion of our | 
sales in this sector to 28%. soma 
Our agricultural products amounted to about 3% of 
our total sales and with the spur of our intensive 
R & D program we have established a target of 5% 
for the coming year. 
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MANUFAC TURING 


DRIVE TRAIN DIVISION 


Increased demand for our Drive Train products re- 
sulted in our plant operating at near capacity levels 
during the year. 

Pursuing our program to both supply this North 
American requirement and to be competitive under 
the Free Trade Plan, we spent $2,154,000 for equip- 
ment and to expand our manufacturing area to 
290,000 sq.ft. The new equipment includes a tube mill 
to manufacture more than 3,000,000 ft. of steel 
tubing annually required for Hayes propeller shafts. 
Our Reliability and Quality Control Department has 
been enlarged and equipped to ensure products of the 
highest quality standards required by the automotive 
industry. 


FORGE DIVISION 


Our 225,000 sq.ft. Forge Division processed over 
15,000 tons of steel, in closed die forgings of our own 
products for Hayes and for export to our parent, Dana 
Corporation. 

A major step in their modernization program was ac- 
complished with the conversion of two existing air 
hammers to geared head board hammers and the in- 
stallation of electrical discharge equipment for the 
sinking of forging dies. Increased capacity of 15% 
will be available through the acquisition of new heat 
treat furnaces and two new board hammers. 


FRAME DIVISION 


The 250,000 sq.ft. building to house our new auto- 
mobile frame operation, announced during the past 
year, has been erected at our Thorold site well ahead 
of schedule. We are proceeding with the installation 
of equipment, aiming for pilot runs toward the end of 
the current fiscal year. 

The appointment of our management group for this 
facility is nearly complete, and an intensive program 
for selection and training of plant personnel is already 
under way. 


HAYES STEEL PROD GE hacraiiviice i 


AND SUBSIDIARY COMPANIES 


ASSETS 
JULY 31 

CURRENT ASSETS: 1966 1965 
Cash $ 155,671 
Marketable securities, at cost which approximates market 1,948,314 
Accounts receivable, less allowance for doubtful accounts 3,248,073 
Inventories, at lower of cost or net realizable value 9,066,704 
Prepaid expenses 168,848 
14,587,610 
INVESTMENT AND OTHER ASSETS, at cost 222,001 


LAND, BUILDINGS, MACHINERY AND EQUIPMENT, 
at cost (Note 2) 15,447,767 


Less — accumulated depreciation 5,724;715 


J f20,002 
$24,532,663 


APPROVED ON BEHALF OF THE BOARD: 


G. B. MITCHELL, Director 
H. J. CARMICHAEL, Director 


AUDITORS’ REPORT TO THE SHAREHOLDERS OF 
HAYES STEEL PRODUCTS LIMITED: 


We have examined the above consolidated balance sheet of Hayes Steel Products Limited and sub- 
sidiary companies as at July 31, 1966 and the related consolidated statements of income, net in- 
come retained for use in the business and source and use of funds for the year ended on that date. 
Our examination was made in accordance with generally accepted auditing standards and ac- 
cordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


BeiNo elt Ae mA SHEET 


LIABILITIES 


| JULY 31 
CURRENT LIABILITIES: 1966 1965 


Bank advances, including a secured loan of $400,000 1,014,958 
Accounts payable and accrued liabilities 3,738,227 
Dividend payable 245,550 
Income taxes payable 409,463 


5,408,198 


DEFERRED INCOME TAXES 1,057,400 


6,465,598 


SaAREHOLDERS’ EQUITY 


Capital stock without nominal or par value (Notes 3 and 4) 
Authorized — 4,000,000 shares 
Issued — 2,231,233 shares in 1966; a 
1,781,000 shares in 1965 6,854,708 


Net income retained for use in the business § 11,212,357 
18,067,065 


_ $24,532,663 


In our opinion, the aforementioned financial statements present fairly the financial position of the 
companies as at July 31, 1966, and the results of their operations and the sources and uses of funds 
for the year ended on that date in conformity with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


PRICE WATERHOUSE & CO. 
TORONTO, September 6, 1966. Chartered Accountants. 


HAYES STEEL PROPBWE TS Eiwikt Re 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME 


Year ended July 31 
1965 


OS 


ORS 


Net sales $33,687,022 
Dividends, interest and other income 159,147 
33,846,169 


Costs and expenses (including depreciation of 
$479,791 in 1966 and $387,840 in 1965): 


Cost of sales 28,573,957 
Selling, general and administrative expenses 1,906,806 
Interest 75,419 
30,556,182 

3,289 987 


Income taxes: 


Current 1,148,700 
Deferred 589,300 
1,738,000 

Net income for the year $ 1,551,987 


CONSOLIDATED STATEMENT OF NET INCOME 
RETAINED FOR USE IN THE BUSINESS 


Year ended July 31 
_ {966 : 1965 


eS 


Balance at beginning of year ; $10,523,291 
Net income for the year : 1,551,987 


Profit on disposal of investment in 
Kelsey Wheel Company, Limited 


Transfer of amount classified as capital 
surplus in prior years gia 


Dividends paid (780,471) 


Excess of cost of investments in subsidiaries 
acquired during year over book 
values of their net assets (82,450) 


Balance at end of year $11,212,357 


Nan 


MaAveo oleae PROG yS LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE 


AND USE OF FUNDS 


Source of Funds: 
Net income from operations 


Charges not requiring a cash outlay: 
Depreciation 


Deferred income taxes 
Funds from operations 


Profit on disposal of investment in 
Kelsey Wheel Company, Limited 


Working capital of subsidiaries acquired 
Received on sale of shares 
Received on exercise of stock options 


Use of funds: 


Expenditures on capital assets (net) 
Dividends 

Acquisition of subsidiaries 

Increase in investments and other assets 


Increase in working capital 


Year ended July 31 


$1,551,987 


479,791 
589,300 
2,621,078 


332,732 
5,000,909 
12,573 
7,967,292 


5,007,629 
780,471 
913,000 

93,636 

7,294,736 

$ 712,556 


NOTES TO FINANCIAL STATEMENTS 


1. PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the financial 
position and results of operations of Hayes Steel Products 
Limited and all of its subsidiary companies. Nasco Industries 
Limited and its subsidiary companies, which were purchased as 
at November 1, 1965, are included in the consolidation for the 
first time. 


2. COMMITMENTS: 


The company entered into contracts during the year amounting 
to $11,000,000 for constructing and equipping an automotive 
frame plant. Unexpended commitments for this facility were 
$7,750,000 at July 31,.1966. 


3. CAPITAL STOCK: 


During the year the authorized capital stock was increased from 
2,000,000 to 4,000,000 shares and at March 21, 1966, the issued 
shares were split 2 for 1. Share data in the financial statements 
give retroactive effect to this change. 

At June 30, 1966, 446,165 shares were sold for a net consider- 
ation of $5,000.909 through the exercise of rights previously 
issued to shareholders. 


4. STOCK OPTIONS: 


In 1960 the shareholders approved an Employees’ Stock Option 
Plan which provided for granting options to officers and key em- 
ployees to purchase 120,000 shares of the company’s capital 
stock at a price equal to 95% of the market value on the date 
granted. Options may be exercised as to one-third after each 
three-year period following the dates granted. During the year 
ended July 31, 1966, options on 4,068 shares were exercised for 
a total consideration of $12,573. 


Options outstanding at July 31, 1966, were as follows: 


Option Directors Other Total Exercisable during 
- price and employees — the year ending 
per officers July 31, 1967 
share. , 

$1.72 35,200 18,400 53,600 — 26,800 
1.70 4,800 3,200 8,000 . — 
2.22 — 4,800 4,800 _ 
4.45 3,600 1,332 4,932 400 
9.14 3,000 4,200 7,200 | 2,402 
7.84 — 3,200 3,200 —_ 

46,600 35,132 81,732 29,602 


As at July 31, 1966, options had been granted for all shares 
available under the Plan. 


5. REMUNERATION OF DIRECTORS: 

For the year ended July 31, 1966, the remuneration of directors, 
including amounts received by directors as officers of the com- 
pany, amounted to $120,800. 


6. PENSION PLANS: 

Pension plan expense for the year ended July 31, 1966, amounted 
to $354,000 of which $203,000 was attributable to past service 
benefits, based on amortizing the cost over not more than 
twenty-five years. 


LOOKING AHEAD... 


The plans of our customers who are a part of the Transportation Industry and affected by 
the Automotive Free Trade Agreement have been determined. Our faith in the future of 
Hayes under this Agreement, as evidenced by the large expenditures for new facilities, 
appears justified by the demand for our products. 


This year marks the beginning of a new venture for our company with the building of our 
frame facility. We have been aided with the acceptance of our proprietary products in the 
North American market by our parent, Dana Corporation. Dana have for many years en- 
joyed a prime position in the U.S. parts industry through their strong engineering backed 
by capable manufacturing. 


We will continue our program to increase our penetration of both the aftermarket and the 
agricultural industry. 


We believe the aforementioned factors, coupled with the strong financial position of our 
company which offers flexibility in a growing industry, will result in a favourable future 
for Hayes. 


HAYES sree PRODUCTS LIMITED 
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HAYES STEEL PRODUCTS LIMITED SUPPLIES A WIDE RANGE OF 
DRIVE TRAIN COMPONENTS TO AUTOMOTIVE AND AGRICULTURAL 
EQUIPMENT MANUFACTURERS 


FROM ENGINE TO WHEELS 


. . . Provides Pre-delivery 
Service to our 
Automotive Customers AR 


. Remanufactures and distributes 
a broad line of quality 
Replacement Parts - Clutches 
Transmissions, Electrical 


RENUW Components, Waterpumps, etc. 


BWH 


. . . and serves the Aftermarket 
from Coast to Coast 
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